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KIKFACE 



This paper is a sonewhat detailed application of certain of the 
principles of comptrollershlp to the process of formulating the Military 
Construction Program. In recent years the writer has had occasion to be 
associated with various phases of this program, both in the Bureau of Tarda 
and Docks and in, the field. The current developments toward improving the 
budgetary process, in both the fomilatlon and execution stages, hare been 
observed with interest. Since it appeared that changes in the method of 
originating, the progress were accessary to keep pace with progress being made 
in other areas, the writer made informal inquiries to ascertain what was 
being don® to revise the existing Instructions governing the submission of 
data from the field. Having learned that although th® need for revisions 
was generally recognised, no specific action to this end was in progress, 
th® writer decided to address himself to this task, 

Th© many facets and the complexity of the Military Construction 
Program have made it necessary to restrict the scope of this study. Limita- 
tions on the time available for research and investigation hav# not per- 
mitted the writer to extend this inquiry as far as would otherwise be 
justified, For this reason, a number of areas which are closely associated 
with the foraailation process hav® had to b® excluded. Thus it has been 
necessary to skip over lightly the Master Planning process, as well as the 
procedure for converting th© requirements submitted from the field into the 
Military Construction Program which is proposed by Navy to higher review 
levels, and to the Congress. 
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In keeping with the objective of this study, the writer haa pre- 
pared drafts of two proposed instructions, which are attached as Appendixes 
to this report. These instructions, one from the Secretary of the Navy, and 
the other from the Chief of Naval Operations, are intended to replace those 
which currently prescribe the method for submitting station requirements for 
new construction. It is hoped that these proposal® will be of some assist- 
ance to those persona whose responsibility it is to establish the policies 
and procedures governing the formulation of the Military Construction 
Program. 
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CBAKCIR I 



wcmtajm 

Of all the programs submitted by the Department of the Navy, none 
Is subjected to more intensive review throughout the Executive Branch of 
the Government end la the Congress than the Hilltary Construction Program. 
The process, whereby funds are obtained to augaonfc the facilities comprising 
the Uaval Shore Establishment, is vesy complicated and time consuming j a 
request from an individual station for additional facilities mmt be 
initiated four to five years before the brick and i&ortar can bo expected to 
be in place and ready fat* use. 

The long lead tbs# which is inherent in the existing system pre- 
sents a planning problem of .major proportions, in that specific require- 
Kents must be foreseen several ya&ra in advance. Although a discusaion of 
the Navy planning syetoa is beyond the scope of this stuc^r, it Is con- 
sidered pertinent to s trees the Importance of insuring that planning data, 
in the form of s&ssicns end work loads, is furnished to stations in suf- 
ficient detail to permit comprehensive facilities planning* The current 
difficulties being experienced with the preparation and review of i 'aster 
Shore Station Development Plana for individual stations, os outlined in a 
recent study conducted by the Bureau of lards and Doeko, " is evidence that 
increased or, '.phasic must be placed on the evolution of long range plans. 

Since the has ter Plan for on activity merely reflects the station* s future 

“Bureau of lards and Bocks, A St ud/ of the System of risking Haster 
Flans of Kaval Shore Activities, * 
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requirements, it can bo no better than the information upon which it is 

based. 

The numerous reviews to which the facilities needs of Sfevy chore 
stations are subjected within the Kavy, the Department of Defense, and the 
Bureau of the Budget, involve an enormous amount of work. Haay revisions 
are made to the project justifications submitted from individual stations, 
with the result that in sosa* * instances the data which is included in the 
Military Construction Program as submitted to the Congress bears little 
resemblance to the recommended program which was originated in tbs field. 

After the construction program is authorised by the Congress and 
funds arc appropriated for implementation, ® whole series of additional 
problems mat be coped with among which are the foil owing* 

a) Authorisation laws differ insofar as authority to vary construction 
estimates are concerned. For example, the Fiscal, lean 1951 Authorisation 
Sill* allowed a $Jt> increase in the cost of any project if compensated by 
corresponding savins from other projects. For Fiscal Year 1952 the 
Congress passed a lump sum authorisation' with no limitations on Individual 
projects. Ths Authorisation for Fiscal Year and for subsequent years 

provided for a $% increase for projects in the continental U. 5. and a 10 - 
increase in overseas projects by transfer from other projects. These 
various provisions have necessitated keeping special records for individual 
authorisation programs, since the construction program at a given station 

^Public Law 56k— Slat Congress, approved 17 June 1950. 

•^Public Law 910— 81st Congress, approve 3 6 January 1951. 

* l Public Law 20;,— 83rd Congress, approved 7 August 1753. 
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may have been authorised by several Acts of Congress. Tide difficulty is 
further complicated by the fact that Congress eoaetiaes includes sub- 
stantive legislation la Appropriation Acts.- 

b) The Congress imposes blanket cost limitations on certain it<m® such 
as family housing, cold storage warehouses, barracks, and BQQs, which do 
not take into account cost differentials between geographical areas, or tils 
fact that climatic and foundation conditions vary considerably and have a 
significant effect on costs. 

c) A ii* *s»canauming apportionment process is currently prescribed by 
the office of the Secretary of Defense^ which necessitates individual ”line 
item" approval by the various Assistant Secretaries of Defense for different 
types of facilities prior to release of funds for construction. Although in 
a recent statement*^ the Assistant Secretary of Defense (Comptroller) 
indicated that the apportionment process will be simplified in Fiscal Tear 
1557 , it appears doubtful that DOB will permit lump am apportionment within 
the foreseeable future. 

d) Often the scope of the work described in the program justification 
must be modified by the tiaa cons traction begins. Frequently changes in 
requirements develop in the interim between the Aina when the project was 



^Public I/aw 207— 63rd Congress, approved 7 August 19>3» which was 
the Appropriation Actlbr ST 195k, added the falloirlag items which were not 
included in the Authorization Act (PL 205/03) for that fiscal year* 

Kaval Air Facilities; Cubi Ft. Aircraft Maintenance Facilities 

*2,000,000 to be funded out of prior appropriations 
Saval Air Station, Brunswick, Main®, Aircraft Maintenance Facilities 
£2,000,000 to be funded cut of prior appropriations. 

The 5% continental and XCBf overseas variance in estimates did not apply to 
these projects. 

^Assistant Secretary of Defense (Comptroller) Hasorcnda dated 17 Feb 
1 95k and 20 Oct 1955 to Service Secretaries require that separate lists bo 
submitted for medical facilities, community and recreational facilities, and 
commercial and industrial type facilities. The latter category is quite 
broad and constitutes a majority of the Navy require:; tents. 

^Address by Kr. W. J, McNeil , Assistant Secretary of Defense 
(Controller) to the Bureau of lards and Dock® Field Activities Conference on 
22 March 1956. 



k 



crystallised in the planning stage, and. the tisse of preparation ef c on- 
street ion drawings. In instances where significant changes in scope are 
accessary, a considerable period of tins® is required to obtain necessary 
clearances and approval®. In such instances over-specification of details in 
the justifications constitutes a serious hindrance to flexibility in 
iaplenanting the construction program. 

The complicated problems inherent in. both the budgeting and execu- 
tion phases of the Mi liter/ Construction Program*, have been the subject of 
thoughtful study by individuals and groups, loth within and outside the 
federal. Government. In, 1953 the Secretary of Bet case- initiated a comprehen- 
sive study of various financial aspects of the Departaent of Defense by a 
group of professional and industrial leaders which has beco-oe icnewn as tho 
Cooper Csonlttat.^ One of the subecemaittees of this group was comissitnad 
aspt&i&Uy to r^rim tim Killtury Construction FraMrm. Their report 7 
contained a maber of specific recoxascadations, the substance of which is as 
follows? 

a) Ths Military Construction Progras should be submitted In such a sum- 
mer as to provide adequate information on pluming, budgeting and 
implementation . It should show for each station a complete picture 

of the statue of the program, i,«., what facilities are authorized, 
being canartructed, cad proposed for construction. 

b) The installation or station should b© the primary control point, 
with its naster plan as the basis for authorisations and appropria- 
tions . 

^Advisory Committee on Fiscal Organisation and Procedures, Office of 
the Secretary of Defense, Hr, Charles P. Cooper, Chainaan. 

^Construction Activities Working Group Report on Military Construction 
Program , April 195 ij. 
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c) Authorisations should be obtained for at least two or three years 
in advance. Such requirements which cannot be foreseen co far in 
advance should bo incorporated into the program crusmily, when the 
entire program is reviewed in. detail within the Executive Branch and 
by tilts Congress. 

d; cccunking records should be maintained on an accrual basis, 
i.e, , when liabilities are incurred, 

©) Uniform teralnology and classification should be employed 
throughout planning and programming, budgeting, accounting, and 
progress importing. 

f) .Reporting techniques should be developed to serve all levels 
of management, employing: cost accounting which reflects the value 
of goods and services used, 

The report of the Construction Activities forking Group was 
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approved by the Secretary of Defense in Juno 195h 3 and the Assistant 
Secretary of Defense {Properties and Installations) has been isado responsible 
for coordinating action to implement the rccamnBndations, ^ Among the steps 
which hova boar* tauten to date pursuant to these recommendations aro the 

following: 

a) In Karch, 1555, the Assistant Secretary of Defense (Properties and 

-j p 

Installations) established Department of Defease Facility Classes and 
Cone traction Categories . Tills instruction prescribes classifications for 
all the real property of tha three services, and establishes three digit 

i r 

"'''Secretary of Defense Keraorandams To Service Secretaries, and 
Assistant Secretaries of Defense (Controller) and (Properties and Installa- 
tions), dated 25 June l$51u 

I 1 Ibid t . dated 22 Sept. l?5h. 

12 

Dcpartacnt of Defense Instruction hl65.3. Department of Defense 
Facility C lasses and Contraction Categories, dated 11 larch 1 255. 
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code numbers for each basic category. These Facility Classes and Construc- 
tion Cactagorieo are malleable to «planniaj and progr&oiiag, budgeting, 

accounting, record keeping, and reporting in tL© area# of construction, 

13 

inventory, and maintenance (insofar as practicable) of real property.” 

b) The Bureau of Tarda and Bock® has converted Hi® Mavy 4 o inventory 

of real property to iim DCS) categories, A steamy of ti<e faallitiaa at all 

lli 

?Savsl activities is publlslted swedaiimally, and & detailed inventory, 
Heting each structure at every station, is in the process of preparation. 
This detailed inventory is prepared on XU. equipment Iron 303,000 individual 
cards, and employs two adxiitional digits far further refinement of the BOD 
categories* It is schMklssl far publication annually, in June, and will 
list all the existing facilities m of April of each year, Current plamisg 
envisions the incorparation of pva-printed data frea the detailed Inventory 
into the Hastes* Plan of each activity, ia Hsu ®f the hand-prepared list- 
ings of twildings and starueturss now being used. 

c) In the budget execution phase of the Fiscal Tear 1956 Military 
Construction Program, the BOD categories, as well oo certain of the other 
concepts enunciated by the Construction Activities WsridLng Group, have bam 
incorporated in two pilot installations in th© SIXTH and the TtfSFTH Haval 
Districts . In essence, the systm being arplcyed for projects in these 
Districts is m fo llowst 

(i) By means of an assignment document, tho authorised pra$rm for 
each station is traasrdtted to the District Public Works Officer, This 
document lists each line item which has been authorised in terms of the 

Bureau of Yards and Docks, Inventory of Military Real Property, 
BD-rGI(SA) 11:2(11011), January 1956 . “ ’ 
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appropriate category which describes tbs basic facility, and also such other 
categories as ■will reflect additions to the station facilities inventory. 
Thus, other’ facilities which are required in support of a given line itcei, 
such as utilities, roads, walks, etc., are a bom as caioouont parts* Ir> 
eluded on the assignment docunent arc the dollar aftounte authorised by 
Congress which indicate the over-all (quality and scope of the work. Also 
shown as dollar figures are the limitations placed on the district Public 
Forks officer; these indicate Ms authority to proceed with design and/or 
construction in furtherance of the program, authorised by Congress, 

(2) One allotrmni only is Issued to tha District Public Forks 
Officer to finance all tha construction in the District. This eliminates 
KalKtainin: records on nsMarmst laiilviAMil H pota* i of mmy, and peraita 
greater flexibility in iKgilcaienting the pro'-r aa. 

( 3 ) Financial repcr*ta on constmction work in progress arc- pre- 
pared on an accrual basis, thus providing Information on parcea&a§e of 
plyclcal completion, ac well as financial status, 

(lj) A dofiniia procedure has been established for transferring 
completed facilities into the inventory of the activity. The basic 
facility is bro-'en down into its caaxxrjmt categories, and all coots. 
Including those of supervision of construction ana design, are recognised. 
Thus, the addition to the station inventory reflects accurately tha net 
effect of the construction of new facilities. 

These pilot installations liave been very successful to date, and it 
is anticipated tJi&t the ililltary Construction. Pregr a» will be handled in 
tills manor in all districts in the near future. 

d) In order that the Military Construction Program for Fiscal Tear 
l$£d say be suhrdtted to the Congress in accordance with the D00 categories. 
The Bureau of Xaruo and mocks is having advance planning estimates for 
facilities in this program prepared in this rannsr. 



CHUNKS. II 



oymroHiTias for atj&ovwsffl? 

As has been indicated a number of ftmdaseai&l questions concerning 
the budgeting md e*® cation of the Silitsry Construction Program are under 
ccasldtraticn at various levels within the bep&rtsent of Sefaas©. In 
specific areas, changes in- method hav® been initiated. It appears evident 
that mr«eroas additional ixiprcrvesscnts and innovations can be aade in the 
Interest of aJjjplif ying the process whereby a requirement is translated Into 
a facility in being. 

At the very beginning of the cycle, aa examination of the current 
practices indicates that a mtaber of improvements are possible. Without 
attempting to discuss the .Raster Planning phase, the importance of which 
lias been briefly alluded to previously, a msber of features in the exist- 
lag .method for formulating the program appear to warrant further considera- 
tion: 

a) Es^haais on Projects .-- At the station level where planning 
requirecaenta arc tranalated into needs for facilities, emphasis Is placed 
on individual projects rather than an integrated program for the station 
as a whole. The stations in. effect evolve "shopping lists" composed of 
unrelated projects. In the various reviews, these are •baffled around 
individually and arc assigned priorities in such .% manner that the station 
as ail entity becomes subordinate to the individual project. 
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b) ffstaanc Xatara . — A wide variety of t eras i® employed to denote 
tha functional uses and types of facilities required. Currently the tersin* 
ology ergployod depends upon the imagination or inclination of the originator 
of the project, or the echelon revising his original sKfedUMisKU For 
ejeaapia, a water front project eight bo entitled; pier, wharf , dock, raole, 
ships berthing, or ever. 'Mater front rehabilitation. This complicates tfc© 
review process, particularly when a wide variety of tana* Is used to denote 
similar faculties carried in inventory, 

e) In consistency of .Tata , --At present raseh of the published infor- 
lantion on solsting plant and facilities is inconsistent. The f ol lowing data 
extracted frov various sources are llluetrativa; 



MAD, ilcAlcatcr, ukla. 
Covered Storage 
Open Storage 

HAS, Pensacola, Fla. 
Land 

Railroads 

Roads 

Walks & Parking 
TotaVRoaite 
Walls© & Parking 

Other ravud Area© 



Invcntor/i/ ISaaterj/ 
Flan 



5,771,679s? 

h9<>,2h9SI 



17,022a 5,?7?A 

uii. u0>? 
699,86731 566,15651 
317,36151 39M^X 

1,017,26m K£,$OtS3: 



Works/ 

Heasurwwsnt 



8,881,0005? 



12,000? 

746,00051 



Runway© it, 170,05651 267,855$! 

Tariweye 567,69257 133,00051 

Aprcsis 350,21931 J»l,d006X 

Other Airfield Paving $»8,3b3£T 373,98351 

Total - 

Other Paved Ares* 5,186,30991 ??6,*3*ST 2,659,00CST 

Total-Paving 6,203,578 1,779,22^7 3,lQl,00*§T 



Digest!/ 



7,195,0008? 

1,509,0005? 



3,2lt6A 



^Dura&u of Taras ask. Decks, Inventor/ vf Military Kfa. Itr ©party, DD 
-PGl(3A)l!i2( 11011) date a fens 50, 1^3S7 “ ” 

'■Master Shore Station Levelopwent Plan* for each activity. 

^Vcrk Keasurswent D valuation for Public oris Tj-xh? Auiotiona," BuLocks 
1681 (lev. 7/53), Fourth Quarter FT 1955. 

^Office of Naval Material. Digest of Naval Shore Activities . 

JUT,0 30, 
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That such differences exist is ©vldenc© that the practices which hare been 
used, in the past Tor accamlating and reporting information on real property 
ar® deserving of attention. Congressional Coiaxittscs, as well as the Bureau 
of the Budget and the Office of th» Secretary of Defense, frequently refer to 
the Inventory of military Real Property in cormectioa with their reviews of 
the Military Construction Program* When inconsistencies arc discovered, 
confidence in the data presented is impaired. 

d) hsti^atln& . —The coot estiaates (often preliminary) ufaich are 
prepared at the station levs! play an important part in the reviews within 
the Havy by the Bureaus and the Shore Station Brrslopcaseit Board. However, 
there has been no uniform basis established as to what specifically should be 
included in the ectiuat «s, Hi® role of the estimated, cost as an indication 
of the scope end quality of the facility in question, is ooo&iiaes sub- 
ordinated to its us© to indicate the amount af funding required. Thus, in 
nary cases, estimates do not reflect the value af {ovsranaat furnished 
materials, since no additional funds are required for 'this part of the work. 
Siail&rly, the need for utilities and other supporting facilities in connec- 
tion with a rsqpirsumt far a building is not always related to the 
estimated cost of the basic structure. This results in separate projects 
for utilities and services which, if delated In the review process, would 
render the primary facilities inoperable if built. 

e) Existing Instructions .— The current instructions governing th© 
preparation «ul subJLsaioa of projects for inclusion in the jd.il tary C©j> 
etructlon Program arc aosawhat confusing. Both the Assistant Secretary of 
the Havy (llaterlal) and the Chief of Hav&l Operations have issued Inetruc- 



